
    

  

Australia’s apartment boom reaches record high 

Apartment supply booms 

Australia is enjoying the biggest apartment development 

boom in its history — with an estimated 80,000 

apartments currently under construction in Australia’s 

major capital cities and another 117,000 approved or in 

the off-the-plan marketing phase. 

Although the monthly approval of apartments peaked in 

most major capitals between May and July 2015, the high 

approval rate has created a significant pipeline of potential 

projects. Based on current population growth, this pipeline 

is sufficient to see construction continue apace for the next 

seven years.  
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At a glance 

 Australia is experiencing its biggest apartment development boom to date, with an estimated 80,000 

apartments now under construction. 

 Melbourne is leading the way in the apartment development sector nationally, coming off a relatively low 

base in high density, high rise living.  

 High concentrations of apartment completions will occur in a short space of time in central Melbourne 

and Brisbane from 2016 — and are likely to lead to increased vacancies. 

 It may be several years before some cities have the populations needed to absorb the new apartments in 

development. 

 Sydney stands out nationally as a city with the most even distribution of apartment developments across 

the metropolitan area, which will help boost their occupation when completed. 

Source: Commonwealth Bank Proprietary Data, November 2015 

Housing supply in Australia has tipped strongly in favour of 

apartments and other ‘non-house dwellings’ such as units 

and townhouses. Apartments now represent 46% of all 

approved dwellings — up from 32% in 2005.  

This upward trend is consistent across all states, but most 

notably in Victoria — where the attraction of inner-city 

apartment living has also produced Australia’s biggest 

pipeline of potential new projects. The most populous 

state, New South Wales, has witnessed the smallest 

increase, but from the highest 2005 base. 

Demand eases as population 

growth slows 

While the pre-sale of apartments gives some indication of 

demand, it’s important to look at population growth and the 

ability for owners or tenants to occupy these homes on 

completion.  

Over the last decade, population growth virtually doubled, 

with the growth rate now ranging between 300,000 to 

450,000 people annually. But growth has also been more 

volatile, driven by factors such as the Global Financial 

Crisis and changing labour needs in the mining industry.  

For example, in the 12 months to March 2015, population 

growth slowed to 316,000 people nationally and continues 

on a downward trend. Since 2004, the correlation between 

population growth and annual dwelling completions has 

also decreased. 

Chart 1. Australian apartment supply pipeline 
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Melbourne leads the way 
Metropolitan Melbourne is currently Australia’s major 

centre for apartment development, accounting for 46% of 

the national total which is currently monitored by 

CommBank. Developers have been attracted to 

Melbourne over Sydney due to lower land prices, a 

generous planning system, and strong buyer interest, 

especially from offshore. 

Access to amenities and an effective transport system 

have encouraged a heavy concentration of apartments in 

Melbourne’s CBD and adjoining suburbs. An estimated 

70% (86,000) of the apartments under construction or 

proposed in metropolitan Melbourne are located in the 

inner areas — with 25% (31,000) in the CBD alone, the 

highest concentration in Australia. 

Sydney lags behind 
While metropolitan Sydney accounts for 38% of Australia’s 

expected population growth by 2017, the city has just 33% 

of the apartments proposed or under construction 

nationally. Higher land prices and a restrictive planning 

regime are barriers to the apartment development sector, 

and have kept Sydney historically undersupplied with 

housing. This situation is also pushing upward pressure on 

pricing. 

Unlike in Melbourne, metropolitan Sydney has a wide 

geographic distribution of proposed apartment 

developments. The CBD accounts for just 7% of the 

metropolitan total, whereas the largest sub-region for 

future apartments is the most distant from the city — 

Western Sydney (23%).  

 

Sources: Australian Bureau of Statistics, Population Change, 3101.0, 

Table 1, March 2015; Australian Bureau of Statistics, Building 

Activity, 8752.0, Table 37,June 2015 

Source: Australian Bureau of Statistics, Building Approvals, 8731.0, 

Table 6, October 2015 

 

Chart 2. Dwelling completions vs 

population growth, Australia 

Chart 3. Non-house dwelling approvals as a 

share of all dwelling approvals, 2005 & 2015 

This broader spread of locations will expose developers to 

a wider market for their finished product. This could also 

improve sales rates and occupancy levels — as long as 

these areas offer access to amenities and transport. 

Apartment prices may also be lower in areas where land is 

cheaper. 

Brisbane builds upwards 
Brisbane has been very active in the apartment 

development sector, accounting for 13% (35,400) of 

apartments monitored nationally. The city’s inner suburbs 

have been actively planned and promoted as areas of 

urban renewal — a strategy that has succeeded in 

attracting apartment developers and buyers. It has also 

enabled a transition from light industrial to mixed use.  

The lower price point of Brisbane apartments has also 

attracted many investors from interstate and offshore, 

which may account for as much as 85% of all purchases. 

Through Brisbane’s urban renewal programs and with the 

city’s less restrictive planning system, projects are larger 

than in other major cities. Brisbane’s developments offer 

181 apartments on average — compared with 163 in 

Sydney and 168 in Melbourne. 

The apartment supply in metropolitan Brisbane is largely 

in the inner city, accounting for 94% (31,800) of proposed 

apartments. This is a very high concentration for a city 

with half the population of Melbourne.  
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Units and low-density apartments have always been a big 

part of the city’s residential landscape, with more recent 

moves to create higher rise buildings to capture views of 

Lake Burley Griffin. These initiatives have been well 

received by the market. 

But as with Perth, Canberra’s population growth has 

notably eased in the last few years — from 1.8% in 2012 

down to 0.8% in 2015. This is likely to slow demand for the 

3,200 apartments still in the development pipeline 

What does it all mean?  
The development cycle is in full swing, with an estimated 

80,000 apartments under construction. Local market 

impacts will vary enormously — depending on the 

concentration of completions, along with the level of 

demand for these properties from buyers and occupiers. 

Inner Melbourne and inner Brisbane will experience the 

highest concentration of apartment completions in 

absolute terms, in the next two years. As a result, these 

two locations are likely to be subject to rising vacancy and 

reduced rents, leading to downward pressure on values 

and a heightened settlement risk. 

In Sydney, the broader geographic spread of completions 

across a large number of suburbs, together with a greater 

depth to the buyer and occupier market, is likely to 

mitigate these risks. 

While the supply-side in Perth is heavily concentrated, no 

Perth suburbs appear on the top 20 completions lists. 

However, the recent fall in population growth and the 

already high vacancy rate appears to be a more important 

driver in future vacancy and prices. Already, Perth is the 

only metropolitan area where the median apartment price 

is falling (-2.6% year-on-year)  ̂and vacancy is above the 

equilibrium (3.8%). Completion of the 2,700 apartments 

currently under construction in inner Perth is likely to 

exacerbate this situation. 

Adelaide and Canberra have much smaller supply 

pipelines so market demand for apartments is likely to be 

reached sooner in the cycle. When this happens, supply is 

likely to adjust to a more sustainable level. 

High rise and high density apartment living offers greater 

housing diversity in response to changing household 

structures. But the large number of apartments being 

developed in high concentrations, over a short period of 

time, cannot be quickly absorbed by the occupier market. 

It’s likely to be a number of years after the 2017 peak of 

completions before population growth can absorb these 

new apartments, so vacancies can return to acceptable 

levels and allow positive growth in prices and value. 

 ̂CoreLogic RP Data Hedonic Home Value Index, October 2015 Results 

 

 

Source: Commonwealth Bank Proprietary Data, December 2015 

Adelaide embraces the apartment 

sector 

Adelaide is creating a whole new market of high density, 

high-rise apartment buildings — tapping into a pent-up 

demand among owner-occupiers and investors, 

particularly in the inner city area. 

The South Australian Government and the Adelaide City 

Council have also introduced policies to revitalise the inner 

city. Encouraging CBD apartment living is a key part of 

this plan.  

With the largest share of apartments proposed in the CBD 

(68%), Adelaide is hoping to increase the resident 

population of the inner city and provide a greater market 

for the services offered there. 

Demand slows in Perth and 

Canberra 
Perth accounts for just 5% (14,600) of the proposed 

apartments monitored in Australia, although the inner city 

has long been familiar with urban renewal initiatives. This 

trend continues, with plenty of activity in Perth’s inner 

suburbs in terms of apartment approvals and construction.  

This new generation of apartment developments are 

bringing a higher density to the inner city, accounting for 

71% (10,400) of the total number of apartments in the 

pipeline for metropolitan Perth. 

However, Western Australia’s current apartment 

development cycle has been impacted by a significant 

economic restructure, following a heavy phase of mining 

investment. As a result, population growth in Perth has 

fallen to 1.9%, from a high of 3.7% (66,200) in 2012. 

.Almost 70% of Canberra’s dwelling approvals have been 

for non-house dwelling — the largest share nationwide. 

Table 1. Proposed apartment developments 
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Focus on: Development hotspots 

Tables 2 and 3 show apartment completions by suburb and expected year of completion ─  all apartment completions included are 

now under construction. At this level, the largest concentrations of apartment completions can be identified. Table 4 shows the top 

20 suburbs for apartment completions in 2017, if construction begins shortly on the projects currently in the marketing phase or have 

been approved. 

Where these hotspots coincide with high levels of investor activity and falling population growth, there is a heightened risk of rising 

vacancy. If vacancy rises significantly above the generally accepted equilibrium of 3%, rents will fall — and this would ultimately 

reduce the value of those properties and increase settlement risk for new developments. 

Source: Commonwealth Bank Proprietary Data, December 2015 
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About the data:  

The Australian property industry is highly regarded internationally for the availability of information to inform and support development and 

investment decisions. However, there are many aspects of the off-the-plan apartment development sector which are not comprehensively 

monitored nor publicly available. These include the number of investors versus owner-occupiers buying apartments; whether those buyers are 

local, from interstate or offshore; and the price paid on exchange of contracts. To better understand the apartment sector, we’re monitoring 

the development of 270,000 apartments in 1,700 projects across Australia’s major capital cities.  

This supply-side database includes details of project address and sub-region; the current project status; the number of apartments per project; 

the developer; and an estimated year of completion. The data is valuable for identifying significant concentrations of apartment completions, 

by location and time, which may lead to an increase in property vacancy, lower rentals, values and prices and therefore, a heightened 

settlement risk. Conversely, this data could also be used to identify locations and phases in the development cycle that offer investment or 

development opportunities.  The dataset has been compiled from publicly available sources, including State and Local Government 

development approvals, marketing websites and the websites of developers, builders and architects. 

Things you should know: 

The report is published solely for information purposes and is not to be construed as advice or recommendations. This report has been 

prepared without taking account of the objectives, financial situation and capacity to bear loss, knowledge, experience or needs of any specific 

person who may receive this report. All recipients, before acting on the information in this report, should consider the appropriateness and 

suitability of the information, having regard to their own objectives, financial situation and needs, and, if necessary seek the appropriate 

professional or financial advice regarding the content of this report.  The Bank believes the information in this report is correct and any 

opinions, conclusions or recommendations are reasonably held or made, based on the information available at the time of its compilation, but 

no representation or warranty, either expressed or implied, is made or provided as to accuracy, reliability or completeness of any statement 

made in this report. Any opinions, conclusions or recommendations set forth in this report are subject to change without notice. The Bank is 

under no obligation to, and does not, update or keep current the information contained in this report. Any projections and forecasts contained 

in this report are based on a number of assumptions and estimates and are subject to contingencies and uncertainties. Different assumptions 

and estimates could result in materially different results.  This report makes reference to data sourced from Australian Bureau of Statistics 

(unless otherwise stated). All analysis and views of future market conditions are solely those of Commonwealth Bank. Australian Bureau of 

Statistics and the Bank do not accept any liability for any loss or damage arising out of the use of all or any part of this report.  Commonwealth 

Bank of Australia ABN 48 123 123 124. 4 

Table 2. Estimated apartment 

completions 2016 by suburb 

Table 3. Estimated apartment 

completions 2017 by suburb 

Table 4. Estimated potential 

completions 2017 by suburb 


